

Production 

Service 


Indirect cost 

Machining 

Finishing 

Maintenance 

Air- 

Rs. 240.000 [ 

100000 

70,000 

40000 

30,000 


******* 

24JXX) 

6000 

(40,000) 

laooo 


Air- 

conditioning 

28.000 

10000 

2000 

( 40 . 000 ) 


Maintenance 

1200 

300 

ROM) 

500 


Air- 

350 

125 

25 

3CC 


Maintenance 

15 

3.50 

(25) 

6.50 


Air- 

5 

1.50 

0.50 

6.;c 



153070] 86,430 




Overhead Absorption Rate 

Machining Cost 

_ 153, 570 

Estimated (leur* 

30.71 * 

s 5 i Machine hour 

Finishing Cost 

SB. 430 

No. of units product} 

2,831 

■ 30 par unil 




Blanket Rate 


Total FOH Cosl 
Direct Labor Cost 
24C.000 

M 100 

2DC.Q0D 


12C% 




Volume variance 


AppJied FQH cost 

(capacity attained x 

Overhead applied rale) 

Leaa Eatimatad FQH 

* I Fixed TOH cost f 

[capacity attained x variably rate) ] 




Solution 


M^cMn0.h r fi. E&fcLnpst 


High capacity LwJ 
low capacity ue^ei 


Vanabla FQH Rat* 



Calculate Variable 
& Fixed Cost 









Overhead Absorption Rate 

Normal capacily ievel 

= SODO hr* 

Entimatfld FOU cost 

= Rfi 45.Q0C 

Over absorption raio 

45,000 

&.QG0 


-Ra 9 j'hr 

Actual FOH cost 

= Rs 49.300 

Actual capacity attained 

- S.8D0 hrs 



Estimated FQH Cost 

[ Fixed FOH cost + 

(capacity attained x variable rate> ] 

EntimaEcd FOH Coat - 20.000 4 (5S0Q X 5) 
“ 20.000 + 28,000 
= 49.000 

Aai^l.ed FOH Caat = S ,BOO * 8 fht 
=» & 2 P 200 



Budgeted Variance 


& Volume Variance 


Volume Variance 


Applied foh cost 

52 , 2 m 

La 11 Eati mated FOH east 

49.0QQ 

Favorable 

B Lid a el Va t i □ nc & 

3, 200 

kstinnatofl FOH coit 

49,300 

Leu Actual FOH coat 

49,000 

Unfavorable 

300 


Total Variance 


Vblumg variance (Unfav) 

3,200 

Budgeted v^nance (Fav} 

300 


2,-900 

Applied FOM 

52,200 

im% Actual F OH 

49,300 


2, 900 



Accounting Entries for 
Actual & Applied FOH 

FQH control 
Material 

Payroll 

Exper&efi 

Voucher Payable t creditors 



Accounting Entries for 
Actual & Applied FOH 

ftppH e tl fOH coat 

Work in process 
FOH Applied 



Accounting Entries for 
Actual & Applied FOH 

Closing tsfiity 

FOH applied 

FOH control 



Accounting Entries for 
Actual & Applied FOH 

Closing fOH a ppli ed into FOH control 

FOH Control Account 
Sundry Cnsdit A PP lie£ * FOH &D 

f Ad u\y Incure d> 1 □□ u ndaf appl 

f Balance) SC 


Under applied FOH 
FOH control 


20 


20 


Accounting Entries for 
Actual & Applied FUH 

Closino fOH applied into FOH contra I 

FOH Control Account 

Sundry Credit Applied FOH 110 

fAcluly Iricurerd) 1 DO 
■Owe r ap plied ID 

FOH Control 10 

, Ov&t Applied FOH TO 


Accounting Entries for 
Actual & Applied FOH 


Charge to cost at goods said 

Cost of goods sold 20 

Under applied FOH 20 



Accounting Entries for 

Actual & Applied 

Char-ae to entire production 

FOH 

Work in process 

7 

Finish goods 

e 

Cost of goods sold 

s 

Under applied FOH 

20 



Accounting Entries for 
Actual & Applied FOH 


income statement 20 

Under applied FOH 20 



Accounting Entries for 
Actual & Applied POM 


Char-ge to cost of agotis acid 

Over applied F Q H IQ 

Cost of goods sold 10 



Accounting Entries for 
Actual & Applied FOH 


Charge to entire production 


Over applied FQH 10 

Work in process S 

Finish goods 3 

Cost of goods sold 2 




Accounting Entries for 
Actual & Applied FOH 


Charge to net income 


Over applied FOH 

Income statement 


10 


10 



